
COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter oft 

CHARLES BEAMS ) 
1 

COMPLAINANT ) 

1 
LAKE VILLAGE WATER COMPANY ) 

DEFENDANT ) 

vs . 1 CABE NO. 92-454 

O R D E R  

On October 26, 1992, Charles Beams filed a cornplaint againet 

Lake Village Water Association, Inc. ("Lake Village") to recover 

the cost of installing an extension to Lake Village's water 

distribution system. By Order of October 29, 1992, Lake Village 

was directed by the Commission to satisfy the matters complained of 

or to file a written answer to the complaint. On November 30, 

1992, Lake Village filed itrr answer denying any liability to Beams 

and requesting that the complaint be dlsmiseed. 

A hearing on the complaint was held before the Commission on 

February 3, 1993. Both parties appeared, but only Lake Village wae 

represented by counsel. 

FINDINGS OF FACT 

Lake Village, a nonproflt corporation organized under the 

laws of this state, owna, controle, and operates facilities ueed to 

distribute and furnish water to the public for cornpenoation. Its 

principal offices are located in Burgin. Beams 1s a developer of 



Shady Acres EBtateS, a reeidential oubdiviaion in Nercer County, 

located in an area served by Lake Village. 

Beams began development of Shady Acres EBtatOE in 1986. An 

part of the development, Beams employed a contractor, Bob Coffman, 

to inatall a water line in the eubdivieion with the intention of 

connecting it to Lake Vilhge'e water dietribution eyetem. During 

its installation, tho line was inepected by Frank Brown, a plumbing 
contractor in Burgln, to Bee that it met Lake Village'e 

requirements. BBCaUEe he had inspected water inetallation projects 

in the peat for Lake Village, both Beams and CoPfman believed that 

Brown was authorized to approve the water line for Lake Village. 

In fact, Brown wae not employed by Lake Village and did not have 

BUCh authority. The record doee not dit3ClOEe whether BeamB or 

Coffman paid Brown for his eervicee. 

The partiee dispute whether conetruction of the water line 

was ever authorized by anyone acting on behalf of Lake Village. 

Beams maintaine that he wae told by Danny Noel, Chairman OP Lake 

Village, to proceed with the conetruction. Noel denies having any 

such convereation with Beams. Noel etatee that he did diecuee 

conetruction of the line with Coffman, but etatee that he told 

Coffman to come before the Lake Village board to seek approval of 

the extension before conetructing the linee. 

In any caee, whatever their disagreement over the actual 

events, Beams has never made a written requeet to Lake Village to 

connect hie line to its system. Instead, Beame appeared bofore the 

board in pereon at its December 2 ,  1986 meeting. By then, the 
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water l lne  had been lnatalled in the subdivimlon and was ready Por 

connoction to Lake Vlllage. Noel was not preoent at the meeting, 

but the member. who wore present were reluctant to accept the water 
line bOCaUEe it had not bean lnEpOCtad and they dld not know 

whothar it had been installed in accordance wlth their 

opeclflcatlona. They were concerned that i f  the line wae not 

lnetalled properly, i t  might create a leakage problem Cor them. 

Deepite their mlegivlnge, however, the Lake Village board wae 

wllllng to seek a aolution that would allow Beams to connect the 
llno to tho eyotem. It wan wlth this intent that thay ofPored, by 

way oP a compromlia, to accept, on certain conditions, the llne as 

a contribution to tho eymtom. On0 oP the condltlons wae thot Beam8 

amend tho eubdiviaion plat by adding Lake Village to the utlllty 

eaeement ohown on the plat. As another condltion, Beams was 

rcpulred to obtain approval oP the line from the Divlslon of Water 

of! tha Natural Reeourcae and Environmental Protection Cablnet. 

Shady Acre8 Subdivision conaiate of 22 reeidential lote. 

Thoro le one road into the eubdivieion that rune eaet and west. 

Fifteen lote are on ths north side of the road and eeven are on the 

nouth eido. The aarcment referred to by the board 16 a 15-foot 

wldo atrlp adjacent to the north side of the road. The original 

eubdivlnlon plat dld not include Lake Village on the easement, and 

to satleey the board, the plat was amonded to correct this 

overeight. Boame a l so  eatisfled the second condition by obtaining 

approval of the water llne Prom tho Dlvislon of Water. 
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After the plat was amonded and approval of the Diviaion of 

Wnter was obtained, Beams dalivored the plat to Lake Villsge'o 

opeice. At the samo time, he eubmitted rocolpts totalling 

$11,302.46, which he oald represented the cost of constructing tho 

line, and he raquestod reimbursement of those coots. Thim was 

apparently the first time Beams roquestod paymont of his 

construction costs. Lake Village did not reject the requoat, but 

refused to consider i t  until the receipts were aupportad by 

affidavit. Since submitting his Piret request, Beams ha8 requartad 

reimbureement on other occasions and Lako Village hae aontinued to 

deny them, finally culminating in this complaint. 

Lake Village refuses to reimburao Beama for two reasons. The 

first reason l e  ita concern over the water line itself. Over the 

years of this dispute, tho nature oP this concern has changed. 

Initially, the concern wa8 that the line might not have been 

installed properly and might require expanaive maintenance in the 

future. Hcwever, the line has now been connected to and operated 

ae a part of the Lake Village eystem for more than slx yeare and 

has preeented no maintenance problems. As a result of its 

experience with the line, Lake Village is satisfied that it wa6 

installed properly and in accordanco with ita spaciflcationm. 

While Lake Village 1s no longer concerned about the 

conetruction oP the line, its operation of the line ham revealed 

other problems that it was not aware of earlierr namely, Lake 

Village has discovered that the line I6 not inStAlled along the 

utility easement shown on the plat. 
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Coiind as Ear away a8 45 feet from the easement. The failure to 

install the water line on the utility eaeement create6 two probleme 

for Lako Village. 

The Pirot problem is the difficulty Lake Village encounters 

every time it ha6 to rind the water line. The water pipe installed 

by Dearns doe0 not have any sensory devico whioh can be ueed to 

deteat tha line and I t  can only be Pound by excavating the area 

whore i t  i m  believed to bo located. B0CaUEe thio ia largely a hit 

or mi88 operation, it oan be time consuming and expensive. 

Additionally, by not knowing the location of the line there ie the 

p0oEibLlity that a hOUE0 or other etructure could be built over it, 
or that the line could be accidentally cut or damaged during 

oonstruotion of an improvement in the eubdivieion. 

The second problem involvee the lote on the eouth Bide of the 

road. To connect these lota to the water line, Lake Village must 

not only croeo the rond, a condition it anticipated when it agreed 

to aocept the line, but, in thoee instances where the line ie off 

the eaoement, it must 8180 CrOEE the OppOEite lot on the north Bide 

of the road, a condition it d i d  not anticipate. Thie eituation 

creatao obvious problems of access not only for Lake Village, but 

aloo for the owners of property on the eouth Bide of the road. 

Until both these probleme are reeolved, Lake Vlllage le not willing 

to reimburee ROam6 any part of the cost of conetruction. 

In addition to the problem concerning the locatlon of the 

lino, Lake Village also disputes the amount claimed by Beam6 a8 tho 

COEt Of COnstruCtlOn. The KOCeiptE BeamE submitted to Lake Village 
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totalled $11,302.46. At the hearing, however, eome of the alalrned 

expenditures were withdrawn or modified, and the amount requeeted 

was reduced to $8,001.21.’ Of that amount, Lake Vlllage agreee 

that $6,297.69 was incurred or properly allocated to the ooet of 

constructing the line. The difference of $1,703.51 remain6 In 
contention. 

CONCLUSIONS OF LAW 

Lake Village is a utility subject to the juriedlatlon of thie 

Commiseion. As such, its operations must conform to the provielone 

of KRS Chapter 278 and the regulations promulgated thereunder, 

These include provisions for exteneiono of service under 807 KAR 

5x066, Section 12, in effect when Beams inetalled the water llna,’ 

Subsection 3 of that section provided as followei 

An applicant desiring an extension to a proposed real 
estate subdivision may be required to pay the entire 
cost of the exteneion. Each year, for a refund period 
of not less than tan (10) years, utilitiee ehall refund 
to the applicant who paid for the extenelon a e m  equal 
to the cost of fifty (50) feet of the extenelon 
installed for each new cuetomer conneated during the 
year whose service line is directly connected to the 
extension Inetalled by the developer, and not to 
extensions or laterals therefrom. The total amount 
refunded shall not exceed the amount paid to the 

Although Beams offered to withdraw eeveral iteme Prom 
consideration, it is clear from the context of the offer 
that the withdrawal of aome of them was only made B E  a 
cornpromlee. For the purposes of thie order, thoee item6 
offered to be withdrawn by way of cornpromlee have not been 
excluded from the items coneldered in contention between 
the partieo. 

a The regulation has slnce been amended ePPective June 7, 
1992. As amended, Section 12 hae become Section 11, 
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uLi1ity. No refund ehall be made after the refund 
period ands. 

This provision of! the regulation la included a6 an option 

avollabls to developer6 by Lake Village in Ita tarLC€ Eiled with 

tho Commission. The t a r i f f  aleo provide8 a6 another option that 

Qsvslnpsrs may conatcuct and donate extenelone to Lake Village aa 

oontributlons in Aid of construction. In that caee, the developer 

is not. sntitlod to A refund of the ooet oE conatruotlon. However, 

whichever option the developer eelecte, the tariff require6 that 

the Qsvelopsr submit a written request to connect to the ayetam on 
forms provided by Lake Village. Thie procedure WAE not followed by 

nsems in t h i s  case and, therefore, hie complaint muet be diemiseed. 

The dismissal oP the complaint doe6 not foreclose Beams from 

seeking cslmbursement by proceeding in the manner set forth in Lake 

VLllSCJO'S t a r i f f .  A 6  a public Utility, Lake VillApe has an 

obllgatlon under KRS 2 7 6 . 2 8 0 ( 3 )  to extend service provided the 

extensLon does not place an Un~eaOOnAble burden upon the utility. 

Dased on the record in this c u e ,  the extension of service to the 
flhady Acres Subdivision would appear to be A reaeonable exten6ion 

provided the  cancsrne of  Lake Village over the location of the line 

are scatisfled. It should also be noted, however, that eatlafaction 

of those concerns and acceptance of the line only require6 

reimbursement based upon the actual coat of conetructlon. Under 

Leks VL1lage's regulation, which ie identical to the Commis~ion'e 

regulatLon on the same issue, a developer l e  only entitled to be 

reimbursed an s m u n t  equal to 50 feet of construction for each 
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customer. Therofore, the amount a developer is entitled to be 

reimbursed may be less than tho actual amount of construction. 

This Commission being otherwise sufficiently advised, 

IT IS ORDERED that the complaint of Beams against Lake 

Village be and is hereby dismissed. 

Done at Frankfort, Kentucky, this 29th day of A p r i l ,  1993. 

PUBLIC SERVICE COMMIBSION 
A 

I 

I 

Vice Chairman 

ATTEST: 

- 
Executive Director 


